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701—50.1(422) Apportionment of income for resident shareholders of S corporations. For tax
years beginning on or after January 1, 1996, and before January 1, 1998, resident shareholders of S
corporations which are value-added corporations and which carry on business within and without
Iowa may, at their election, determine the S corporation income allocable to sources within Iowa
by allocation and apportionment of the S corporation income. For tax years beginning on or after
January 1, 1998, resident shareholders of all S corporations which carry on business within and without
Iowa may, at their election, determine the S corporation income allocable to sources within Iowa by
allocation and apportionment of the S corporation income. For tax years beginning on or after January
1, 1996, and before January 1, 1997, in order to take advantage of this provision, the taxpayers must
first file their return reporting all income to Iowa and then file a refund claim based on allocation and
apportionment. Esatates and trusts which are shareholders in S corporations cannot take advantage of
these apportionment provisions.

For tax years beginning on or after January 1, 1997, a shareholder in an S corporation which carries on
business within and without Iowa which has elected to apportion income and then elects not to apportion
income shall not reelect to apportion income for three tax years immediately following the first tax year
in which the shareholder elected not to apportion income, unless the director of revenue consents to the
election.

This rule is intended to implement lowa Code section 422.5, subsection 1, paragraph ‘7.”



